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Preface

Pakistan Muslim League - PML on June 15, 2009 in Islamabad. The objective behind the Briefing was to make the

debate on the Federal Budget 2009-2010 in the Parliament more informed, meaningful and useful. The briefing was
meant to provide analysis to the parliamentary party about various aspects of the budget especially in the light of the party
manifesto and economic policies. This Report captures the key contents of the Briefing.

gn Exclusive Briefing on the Federal Budget 2009-2010 was organised by PILDAT for the Parliamentary Party of the

The individualized briefing for the PML was timed to take place during the 3-days break in the National Assembly session
immediately after the presentation of the budget in the National Assembly on June 13, 2009. Dr. Salman Shah, former Advisor
to the Prime Minister on Finance and Mr. Omar Ayub Khan, former Minister of State for Finance presented analysis of the
Budget 2009-2010to the parliamentary party of the PML.
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Mr. Ahmed Bilal Mehboob

After formally welcoming the Session Chair, the
distinguished speaker and the participants Mr. Ahmed Bilal
Mehboob said that the objective behind holding exclusive
Budget Briefings for Parliamentary parties instead of
combined sessions has been to facilitate focussed and
party policy-oriented analysis of the budget for each key
political party represented in the Parliament. that this
session is a part of the project which PILDAT is undertaking
with the Canada's Department for Foreign Affairs and
International Trade. Parliament's role in budget process is
the essence of democracy. PILDAT, over the years, has
been advocating for a greater role and input of Parliament
and Parliamentary Committees both in the budget
preparation and finalisation stage as well as sufficient time
and support for the scrutiny of the budget once it is
presented in the Parliament for approval.

Mr. Mehboob said that for a national budget to reflect the
priorities of the country and its people, it is important that
public input is sought and made part of the budget at the
budget preparation stage. Parliamentary Committees
around the world, especially the Finance Committees, hold
pre-budget public consultations inviting public input and
proposals on what should form the budget. This process,
carried out for instance by the Canadian Parliament’s
Finance Committee, then results into a report by the
Committee based on public input which is forwarded to the
Finance Ministry during the budget preparation cycle. He
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said that Pakistan’s Parliamentary Committees should also
consider holding pre-budget public consultations for which
PILDAT is willing to offer all support.

Mr. Mehboob also pointed out that the Parliamentary
Committees in Pakistan have no role in the budget process,
especially in the scrutiny of budget and departmental
demands for grants after the federal budget is tabled in the
House. Although the Senate Standing Committee on
Finance fairly quickly analyses the budget and forwards its
recommendation to the National Assembly, the National
Assembly Committees have not played any such role. He
proposed that after the initial presentation of the budget in
the House, the House can go on a recess for approximately
2-3 weeks in which each Standing Committees of the
National Assembly should get a briefing from the concerned
Ministry and review relevant Demands for Grants. The
Standing Committees should be given approximately 2 to 3
weeks to complete their consideration and prepare their
reports for the House. The House should resume
discussion on the Budget based on the reports of the
Standing Committees presentedinthe House.

Mr. Mehboob also said that the time allocated for budget
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discussion in the House, after the Budget is laid in the
House is very short and remains at an average between 5-7
days. There is need to introduce a longer Budget Session of
at least 45 days to 2 months. He proposed that the Federal
Budget 2010-2011 should be presented in the National
Assembly on May 03, 2010 and the duration of the
Parliamentary Budget Process should be extended to
minimum 60 days concluding on June 30.

Mr. Mehboob said that in many developing countries of the
world, a Budget Analysis Unit in the Parliament is set up, for
the exclusive use by the Parliament. In keeping with the
growing trend in the world, Pakistani Parliament should also
consider the establishment of an Independent Budget Unit
within the Parliament staffed with experts who can provide
unbiased information relating to the budget and an
independent analysis of the budget for the benefit of the
parliamentarians.

Like all other departments and Ministries, the budget of the
Ministry of Defence should also be placed in detail in Budget
documents. The Demand for Grant for the Ministry of
Defence should be reviewed by the Standing Committee on
Defence, he concluded.
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Senator Wasim Sajjad
Leader of the Opposition, Senate of Pakistan

| thank the speakers and participants for their participation
and PILDAT for arranging such an important Briefing
Session for Pakistan Muslim League.

Budget s a very technical matter and there is a tendency on
the part of the finance ministers to not disclose the rimeal
pact of the budget on citizens. Finance Ministers only
project positive aspects of a budget while the negative ones
have to be found out. Parliamentarians also tend to know
very little about the Finance bill. One may not understand the
bill, but its repercussions are very important and must be
understood.

| hope that at the end of this Briefing we are able to
understand the impact of the Budget on Pakistan's economy.
Does the budget mean a better life for the ordinary personin
Pakistan? Will it mean more industrial output? Will it mean
that the agriculture sector willimprove, ensuring a better life
for the farmer? Does it mean that load shedding will come
down or prices will go up? What is the impact of the Budget
2009-2010 on the common person? Does the Budget
forecast that the debt of the country will go up and what
does it eventually mean for all of us as citizens? On the face
of it, it seems that this budget will lead to immense inflation.
Already, core inflation is at about 25%, which is a huge
figure. In this context the increase of only 15% in the
salaries of government employees means nothing for them,
asthisincrease is also only on their basic salaries.
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Dr. Salman Shah
Former Advisor to the Prime Minister
on Finance

The presence of so many parliamentarians is encouraging,
and | appreciate PILDAT's role in informing the politicians
about the core issues. It is a privilege to be here and the
participation of everyone today reflects the seriousness of
theissue. [ agree with Mr. Mehboob’s recommendation that
the Parliamentary Budget Process should at least be of 45
days or 2 months. Parliamentary Committees should
review demands for grants of ministeries/divisions while
ministries should also come and give presentations to the
committees on their core priorities for budget. Parliament’s
greater scrutiny, in fact, strengthens the hands of the
Ministry of Finance which is tasked with the responsibility
of allocating resources according to various demands.

Budget reflects the economic strategy and economic policy
direction of a country. The most important factor in
understanding the budget is to understand that it is the end
product of the strategic vision and direction of a
government. It is important to connect the current
economic environment with its background. This needs to
be understood in order to understand the questions as to
how Pakistan ended up with the International Monitory Fund
(IMF). Is the budget a product of the IMF conditionalities? Or
itis a product of the ruling party with a home grown agenda?
Can one conclude whether itis a viable budget according to
the present circumstances, or will it become an amended
budget at the end of the year? These questions are
importantto understand the details of the budget.
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| shall now highlight a few points which should be
considered while making a strategy for Pakistan's economy.

Pakistan has a huge demographic advantage, since 63% of
its population is composed of young people and 54% are at
the age of 19, as compared to 19% of Japan who are under
19 years old. Pakistan's population pyramid is better than
India, China and the European countries and very similar to
that of South Korea after the war, and one can see that they
also benefitted from this demographic dividend. If we
realize the potential of this demographic dividend,
Pakistan's investors can tap into this young population who
will be the potential consumers in the coming time. This
would mean an economic growth of 7 to 8 per cent, and can
sustain over a time period of 50 years. There is around 101
million population of our country that is less than 25 years
of age meaning that 3-4million people will come into job
market yearly. The requirement on our part is that we
provide them with the required skills and employment. This
can become a mode of wealth generation.

This demographic dividend can also prove to be a
competitive advantage for Pakistan against Japan. Japan is
an aging society whereas Pakistan is a very young society
and should be geared for the youth of the country. This
means that Japan cannot become the manufacturing hub of
the world, and it is Pakistan's time to take this place. The
biggest emerging economy (potential wise) after China and
India, is Pakistan. Goldman Sachs and Co. also formulated
areportin which Pakistan was amember of the 'Next 11.'

There is a middle class emerging in our country. We have to
focus on the fact that Pakistan is a young country, therefore
it should move towards becoming a hub of production and
services as compared to Japan which has majority of old
people, so they have to adopt the strategy of investing their
life time savings.| would like to provide some statistics
which show the results of their economic strategy as
impacts on the wealth distribution, and changed the social
strata. The middle class greatly benefitted from this strategy,
as theirincome rose to 52% of the total income, opposed to
45% in the 1990s. This shows that they were moving
towards creating a middle class and further facilitating this
middle class boom by deregulating the banking system and
providing consumer financing. On a macro level, this
strategy shows the difference that they were not only
providing financial aid to agriculture and industry but it was
extended across the board to the rural and urban
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populations, as rural finance and consumer finance.
Moreover, Small and Medium Enterprises (SMEs) support
was also given. | negate the popular notion that a country
can only develop if it invests in its agricultural and industrial
sectors. The service sector always makes up nearly 50% of
any country's economy. Example of USA can be seen,
which has 52% economy generated from its services sector.
European countries and Japan have even higher
estimations in this regard.

The current budget 2009-2010 specifically focuses on
agriculture and industry alone, therefore, it aims to
stimulate only 48% of the economy, neglecting the 52%.
This will have an adverse impact on the consumption level
and service sector. Moreover, it is a very wrong notion that
domestic consumption and services are bad for economic
stability. If we do not have any domestic consumption then
the country will be moving towards poverty. This strategy
will resultin decreasing the number of jobs. Pakistan's case
is very different from Malaysia or Singapore where they
have to look outside for a market, due to the very reason that
they have a small population, (Malaysia's population is 30
million, whereas Pakistan has a population of 165 million),
therefore even in this aspect, Pakistan has an added
advantage inits domestic realm.

Pakistan has a pent-up demand for goods and services,
therefore we increased the consumer's purchasing power,
and this attracted foreign investors in the country, which
lead to setting up of engineering and telecom industry. Then
the banking system was deregulated after which Pakistan
was moving towards becoming a centre of outsourcing in
petro-chemicals and oil industry. The basic idea was to take
our economy to maturity by capitalizing on the domestic
demand and then leverage it with the global market, exploit
the regional advantages and transform the domestic
companies into global brands. We should not forget the fact
that Pakistan was included in the list of the next 4 emerging
economies in the world namely China, India, Indonesia and
Pakistan. Pakistan is going to emerge as the hub for this
region, and that is why the PML was working on the
‘National Trade Corridor Improvement Plan.’ However,
we no longer know the fate of that programme under the
current government.

Pakistan, under the previous government, had developed a
good reputation in the capital market and its government
transactions were successful, and it always received more
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than its requirements. Pakistan's annual GDP growth rate,
steadily increased, and in year 2007 it had achieved a mark
of 7% butin 2009 it has crashed down to 2%.

Pakistan is also blamed internally for creating provincial
inequality. However, the statistical data by the World Bank
shows that the provincial disparity in Pakistan is only 1.3
times as opposed to China's whichis13, Russia's at 22, and
the disparity between the provinces of Maharashtra and
Bihar in India is 4 times. It is very unfortunate that this false
perception has been used as a divisive tool to aggravate
tensions among provinces. Political parties should keep
facts inmind before raising false slogans.

Our economy expanded in the years 2000 to 2007 as it
added 87 billion dollars to the economy, compared to 60
billion which the country had accumulated in 50 years.
Therefore, no other period matches the economic growth
which was witnessed at our time, i.e., the 2002-2007
government. The turning point for the economy was in
2003 when the monitory policies were relaxed and as a
result the private sector started taking money from the
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banks. Presently, the monitory policies are very tight and
thatis why the economy is taking a nose-dive. The interest
rates had been decreased from 20% to 4%. The remittances
also came into the country after 9/11, as the Pakistanis
abroad transferred their money to their own country. The
important thing however, is that the money stayed in
Pakistan and more investment came in as the business
opportunities were growing. On average 300 to 400 million
dollars came in as foreign investment, and as government
capitalized on this investment, from a billion it went up to 8
billion in 3 years. This amount is much more than what the
USAID or the IMF is giving to this government over the 2
years time period. The best feature was that the economy
was free from the donors and the IMF.

We introduced a new strategy in the Federal Board of
Revenue by providing self assessment schemes. We
introduced easy tax collection policies for the tax payer. The
collection was immense but now it has all been reversed.
Now the tax payer will feel harassed. The PML had gathered
US $ 17 billion in reserves as opposed to 2001-02 when
there were only US $ 2 billion reserves. During our time we
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gotrid of the debts. In 1999, the debt was equal to 100% of
our GDP and it came down to 54% until the PPPP
government took over. Now the debt crisis is going up
steadily. The blame on us is that we did not pass on the price
increase in oil, which was due to increase in the oil
consumption. This is not true because the oil consumption
stayed the same in 2006-07 as it was in 1999. It was in fact
the oil prices which played havoc, and they only increased
after the election. We did not increase the prices because
there was no need to increase them.

On the Road to the IMF, everything that could have gone
wrong went wrong as well. Mr. Dar presented the state of
economy to the world and suggested that since this is a bad
economy, the investor should get out of this economy, and
so the capital left the country. The hike in the price of food,
oil and consumer items could have been controlled if the
government had done capital transaction. However, Mr. Dar
cancelled the bonds and then there was no other option left
but to go to the IMF. The IMF released US $ 4-5 billion that
entailed its policies onthe country as well. Due to the capital
flying out of the country, the value of reserves decreased.
Therefore, the government had to go to the State Bank and
borrow money, which put the last nail in the coffin, as the
value of that money was not even worth the paper it was
printed on.

The economic strategy of the PPPP Government is totally
based upon debt servicing. There are US $ 780 billion in
debt servicing which is 56% of the tax revenue. The
Government in the last 1 2 year has borrowed US $ 10
billion and 700 billion rupees from the domestic market;
therefore the entire strategy of this government is to do debt
servicing. The whole IMF programme is focused on
curtailing Pakistani people's domestic demands which is
why the government will close off domestic economy. The
debt service is US $ 780 billion in this budget which in our
times was US $ 375 billion. The devaluation of 30% capital
willincrease the interest rate, and 56% of the revenue will go
to debt-servicing. On top of that we have to increase our
Defence expenditures which have risen from 311 billion in
ourtimesto 343 billion.

The tax revenue expected to be 1.3 trillion in the current
budget is far-fetched and over estimated by about 200
billion. There is requirement of external borrowing which is
510 billion, and it includes 40 billion in bond issue. | am not
hopeful that with the kind of reputation this Government has
due to its policies, it will be able to float that bond into the
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international market. US $ 19 billion are to be spent on
privatization which also seems impossible to me. The
Government has asked for 70 billion from the provinces, but
the provinces will not be able to spare that since they will
over spend. The 'Friends of Pakistan' will be a source of
funding in US $ 158 billion dollars according to this
Government, but that is also speculative, and if that does
not materialize, they shall borrow another US $ 4 billion
fromthe IMF.

If we analyse cumulative uncertainty here, itis US $ 400 to
450 billion which the Government will remain short of in its
coming year. Therefore, the Public Sector Development
Programme (PSDP) spending of 646 billion and the
construction of Bhasha Dam will not be completed. This
year will not be the “year of industrial revival” as the
Government claims, but will be the “year of poverty
revival.” Already the level of poverty has increased from
17% to 38% since the year this Government took over,
according to the World Bank but this has not been disclosed
by the Government in the Economic Survey 2009-2010.

The oil prices have contributed a lot in the crash-down of
Pakistan's economy. The prices have stabilized
momentarily, but they will increase again up to US $ 150 to
170. My estimate is that there will be no water or electricity
while the wheat price will go up to 3000 rupees per mound
by the year 2013. The government's debt strategy will only
lead to debt trap. The public sector institutes have become
nothing more than liabilities, like the PIA and WAPDA. These
departments are bleeding this country as at least US $ 2
billionis injected in them justto keep them running.
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Mr. Omar Ayub Khan
Former Minister of State for Finance

The state of Pakistan's economy is very bad. The economy
of Pakistan can be compared with the state of a dying
patient by saying that the paramedics are trying to manage
the haemorrhage and pump oxygen at the same time to this
patient who has committed suicide by jumping off a
building. | want to prove a point that the economy was going
steady and was healthy until 2007, when the new
government came in and tried to apply breaks to this fast-
moving economy, as a result of which it has come into
spins.

The Budget 2009-2010 is not Pakistan's budget but is the
IMF's budget. As an evidence one can go to the IMF website
and see the letter of intent which states the policy guidelines
of the IMF to Pakistan. The IMF wants that the subsidies
oughtto be slashed. Itis an important thing to do so, but we
must do it at the proper time and if done right now, it will be
unfair to the smaller provinces. The Inflation rate is rising
constantly. In our times, wheat was Rs. 550 per mound
which now is Rs. 950 per mound. The yield of wheat at that
time was 2.34 million tonnes while currently the yield is
2.37 million tonnes despite which the price has gone higher.
In our time there was a lot of hue and cry about wheat being
exported and then re-imported. There was only 0.4 million
tons of wheat imported, out of 2.34 million, which is a
rounding error and does not have animpact.

There is empirical evidence available that whenever there is




REPORT

Budget 2009-2010

Exclusive Briefing for the Parliamentary Party of Pakistan Muslim League - PML

increase in the wheat support price, the price of wheat and
inflation in market grows simultaneously. The consumer
price index also increases, and it has increased 3% lately.
The whole supply chain gets affected by justincrease in the
price of wheat.

The increase in electricity tariffs and imposition of carbon
tax is also a wrong measure and will cause the consumer
industry, especially small and medium industry, to suffer.
Due to the carbon tax, the oil prices will also increase. At
present, 19,000 mega watts of electricity can be produced,
and the credit goes to the PML government, while the
demand is only 14000-15000 mega watts. However this
Governmentis only producing 12000-13000 mega watts of
electricity. The reason why they have reduced the

production of electricity is that they have to pay circular debt.

This Government owes Rs. 74 billion to Pakistan State Oil
(PS0). Therefore, the Government has resorted to the
consultation of the IMF which implies that the resolution of
the circular debt is expected to boost electricity production
which at present is not capacity constraint but the back log
payments to power providers' results in load shedding.”

The lack of electricity supply and the increase in oil prices is
terribly affecting the agricultural sector, since water mining
has become an expensive task now as it involves
generators which require fuel. If WAPDA had been providing
electricity, the same could be done with lesser expenses.
The 1000 KVA generator requires Rs. 18.5 worth of fuel to
generate 1 unit. Onthe other hand it can be done atRs. 6 per
uniton WAPDA rates.

The Budget 2009-2010 does not give any incentive to
services, agriculture, or industry. The result would be
unemployment. Even though this Government admits that
the boom in economy during the PML's time was immense
and it shows through the letter of intent which they have
with the IMF, because on the basis of that this government
has asked for loans. The IMF debt is increasing due to the
loans and if they resort to more loans the country will be put
back in the debt trap and hence bankruptcy could be an
outcome contrary to the Fiscal Responsibility Debt
Limitation Act. That is why during the PML government’s
time, debt was reduced from 79.8% of the total GDP in 2002
to 54% in 2007. However, at this time the debt is at 78%
again.

This budget is totally based on the policies of IMF which

clearly states that “In the last decade Pakistan's economy
witnessed a major economic transformation, real GDP
grew at more than 7% per year with relative price stability,
buoyant output growth, low inflation, and the government's
social policies contributed to a reduction in poverty and
improvement in many social indicators.” This means that
PML was doing a good job. However, the current scenario
shows that Pakistan's economy will be opened up to
shocks again. This Government does not aspire confidence.
The Ministry of Finance, Ministry of Planning and the
political leadership all contribute to making the budget, but
intoday's scenario they all lack coordination.

The future problems that this Government will face include
absence of industry in Balochistan and NWFP due to high
security risks in those areas. Secondly, the value of Rupee
has depreciated and our country cannot afford to be elastic
in its export prices. This will increase burden on economy
and will further decrease demand of exports with the
decreasing value of Rupee. The Government has allocated
Rs. 626 billion as PSDP for 2010 however, on the ground its
implementation will be doubtful because of the security
situation in Balochistan and NWFP. The economic growth
policies are tricky, as the government aims to establish a
holding body which will assume all bank loans liabilities.
However, what they are really doing is that they are taking
off their own liabilities and putting it into that holding body,
and issuing TFCs at 92 billion and the banks will be forced to
take it. Thus the banks will not be able to give assistance to
the farmer or any other person coming for loans to finance
industry. | can see that the budget policies will not benefit
anyone and no revenue will be generated. The burden of IMF
policies on Pakistan will make it very unattractive for foreign
investors as well.
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Dr. Salman Shah has corrected our perception that regional
disparity in Pakistan is better than our neighbours and
internationally comparable and not that frightening. Now,
we can confidently deal with the problems and paradoxes of
Balochistan and go to our brothers to explain things to them
inabetter way.

In economic terms, the PML government did very well from
2002-2007. However, through this budget we must analyze
our lack of a comprehensive political strategy. A
Government has to have a holistic approach. We did well in
terms of economic growth but could not replicate that in
terms of a political strategy for which we have suffered.

| would like to thank the leadership of the Pakistan Muslim
League, all the participants, the guest speakers and PILDAT
forarranging this Briefing Session.
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Senator S.M.Zafar
Chairman, Senate Standing Committee on Education

| have the following questions:

1. What is the difference between the Carbon Tax and the
Petroleum Levy that was imposed during the PML
government’s time?

2.What is your expert opinion on the Benazir Income
Support Programme?

3. Why are Americans coming into Pakistan themselves
forthe social uplift programmes?

4. Why did the PML not go for construction of Kala Bagh
Dam project?

Dr. Salman Shah
Former Advisor to the Prime Minister on Finance

The Carbon Tax has replaced the Petroleum Development
Levy, which takes income coming from non tax revenue to
tax revenue. The 129 billion PDL collected so far is going to
be the tax from now onwards. Tax collection is shown to be
1.5 trillion, out of which 1.37 is from the FBR and rest is
going to come through the imposition of carbon tax.
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To answer the question about Benazir Income Support
Programme, we had started this Income Support
Programme through NADRA, but then the present
Government came in and changed the title and gave its
ownership to MNAs.

Dr. Donya Aziz, MINA
NA-304-Punjab-XXXIl, PML

Is the income of Benazir Support Program done through
conditional cash transfers or unconditional cash transfers?
How do we know what the poorest of the poor are using this
money for?

Dr. Salman Shah
Former Advisor to the Prime Minister on Finance

The problem is not that where it is being used, rather the
issue now is thatissuance of money depends on the priority
of the MNAs. It is up to the MNAs to sanction the money
where they see fit. The Government has brought the
country's economic condition to this level because of its
wrong decisions at crucial times. In May 2008, Mian
Manshah gave 15% shares of the Muslim Commercial Bank
(MCB) to the Malaysian Bank for almost US $ 900 million.
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Lucky Cement did the same as well. This kind of profit
would not have been rendered in current circumstances.

Engineer Amir Mugam, MNA
NA-31, Shangla, NWFP, PML

What would be the estimated price per unit of electricity
which the governmentand public would be paying?

Dr. Salman Shah
Former Advisorto PM on Finance

[tis 14 cents per unit, and you can get a 3 years irrevocable
contract as a producer. They pay 14% of the total payment
in advance. WAPDA gives the initial payment which is a lot
and you can buy a plant with that, then the supplier gives
you credit as well. So the infrastructure is given by WAPDA,
along with land. Moreover, there is no cost for land either.

Dr. Attiya Inayat Ullah, MNA
NA-305, Punjab-XXXIll, PML

The PML should ask for another review of the budget, so
thatall which it had done in the past should not be wasted by
this new budget. The Government should facilitate the
industrialists in NWFP, since the province is at war. It is also
the request of Sarhad Chamber of Commerce that they
should be given relief.

Mr. Omar Ayub Khan
Former Minister of State for Finance

The reports that are to be given to the Parliament by Ministry

of Finance are to be every 6 months, according to the Fiscal
Responsibility Act. The PML can suggest that it should be
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amended, since these are special circumstances and then
PML can review the budget. Secondly once the debtto GDP
ratio increases by 60% to the GDP then the executive has to
come back to the Parliament and get approval for that. So,
the PML can work its way around that as well, and ask the
Government to bring the issue to the floor of the House.
Another thing is that the PML can ask for cut motions, and
even within the Government’s coalition partners it can get
support from the ANP and the MQM on some of these
issues.

The Kala Bagh Dam issue came to the Cabinet during the
time of PML government. It has become a very divisive
issue for no rhyme or reason. The southern districts of
NWFP will benefit from it and only the central districts in
NWFP and a few in Sindh have reservations againstit. Itis a
feasible project and will be ready in 4 years time to give 4
billion revenue per year.

The Benazir Income Support Programme is working fine.
MNAs have been identifying the right people, butin far flung
districts it has been reported that corruption is done at the
lower level and therefore giving this money through NADRA
will be much better.

The US is taking social support into its own hands because
it does not trust the institutions on the ground. However, itis
not the proper way because the amount that could have
been disbursed will decrease even further and spent on self
administrative costs of the US administration.

Dr. Salman Shah
Former Advisorto the Prime Minister on Finance

| believe that 40% of the US assistance will go back to the
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US contractors. Another surprising aspect is that the US is
going to micro-manage this further by monitoring it directly.
The contracts are awarded independent contractors and it
is notthe USAID or even the State Department that carry out
this work. I have seen this practice in Afghanistan and it was
atotal failure. Moreover, the Afghan government faced a lot
of losses because the US did not channel aid through the
government of Afghanistan. The Internally Displaced
Persons (IDPs) should be included to establish a
community security organization, but a participant said that
the rehabilitation program for the war affected areas has
been given to the US, since the govt has no money to do it
themselves.

Ms. Marvi Memon, MNA
NA-307, Punjab-XXXV, PML

How much was the petroleum levy in PML's time and how
much is the carbon tax now? How will it affect the price?

Mr. Omar Ayub Khan
Former Minister of State for Finance

There was a price differential plane. During the times when
the prices would go higher, the government would offset
diesel by giving companies some offset, so that oil would
be sold cheaper in the market. However, that cushion will be
abolished in this carbon tax.

Senator Fauzia Fakhr-uz-Zaman Khan
NWFP PML

Can parliamentarians set up a committee to monitor the
foreign aid being given to the IDPs which is in tune of US $
50 million?

Mr. Omar Ayub Khan

Former Minister of State for Finance

This can be done by the Finance and Revenue Committee as

well as by the Economic Affairs Division Committee.
Parliamentarians can co-opt and make a sub committee on
this and concentrate on this issue. A monthly meeting can
also be done on the grant coming in. Smuggling worth US $
10 million is being allowed from NWFP. and when that
money comes into the local economy it will change the
complexion of the economy.

Mr. Humayun Saifullah Khan
NA-27, Lakki Marwat, NWFP

Why did Mr. Ishag Dar cancel transactions worth US $ 4
billion while the government could have gone into the
capital markets? If the private sector could float it then it
should not have been a problem at all for the government.
Moreover, where did PML adjust those transactions?

Dr. Salman Shah
Former Advisor to the Prime Minister on Finance

Euro bonds were very successful and the government even
did 30 year Euro bond and 10 year Euro bonds. Itis amazing
that Western World invested in Pakistan for 30 years. The
Global Depository Receipt (GDR) of Oil and Gas
Development Company Ltd (OGDCL) was a bench mark
and the government earned US $ 855 million from it. After
that the United Bank Ltd. (UBL) GDR paid off US $ 750
million. These were the most highly priced in Asia. The
MCB's GDR was about US $ 900 million. The stock market
increased therefore, and Pakistan was the biggest
beneficiary of that. Since, at the time when the stock market
was on 12000 points, the over all worth of 0GDCL was US
$ 1 billion and when this market was on 16,000 points its
worth became US $15 billion. Pakistan sold only 15% of it,
and it raised almost US $ 900 million. After that the
government had 80% of shares which were worth more
than the US $ 1 billion it started off with. So what the PML
did was it enhanced the value of the national assets, and
liquidized it so that the government does not have to go to
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the World Bank or the IMF. If it sold 10 to 15%, even then
their value increased more than that. The same company
which was worth US $ 15 billion now cannot be sold ateven
US $ 5 billion. If Pakistan wants to take part in the
globalization process the country has to be recognized as
one of the emerging economies of the world.

Dr. Donya Aziz, MNA
NA-304, Punjab-XXXIl, PML

The current regime is a political regime and | do not see any
problemin the fact that they did a cash-transfer programme.
However it should have been a conditional cash transfer.
Moreover, no demographic dividend can yield any results
unless it is supported by a social support programme.
What about the social support programmes started during
the PML's time, and how did they contribute to the overall
policies?

In 2006-07 we started a few programmes on skills
development. How fruitful were those? What else could we
have done and what should the new Government be doing?
The new Government has raised the health care expenditure
t0 6.2 hillion; do they even have the money for that? Without
family planning a young Asian work force is a ticking time
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Dr. Salman Shah
Former Advisorto the Prime Minister on Finance

Without investing in human development we cannot reap
the demographic dividend. It is a dynamic thing, with the
condition that if there is economic growth then the people
will be sucked into the process and due to their learning
abilities, they pick up quickly. | visited a Toyota plant in
Karachi and the workers were very young and extremely
good. One feels proud. The Japanese GM said that these are
high school graduates and while they are not as good as
Japanese but they are better than Thai. Thailand is quite
ahead of Pakistan in economic development.

The project that the Government has started with National
Vocational and Technical Education Commission
(NAVTEC), has its teething problems. Itis a good approach;
however it has gotten a bit off the road. The Government has
included the Chinese in it for curriculum development but it
did not work very well. However, there is no reason to get
discouraged. It is a hit and trial process, and that is the way
todoit.
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